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City Council/CSA/CPFA/CHA Agenda 1  Tuesday, January 19, 2016 

 

STUDY SESSION AGENDA 
234 N. Second Avenue, Covina, California 

  Covina Library Community Room 
Tuesday, January 19, 2016 

 
CITY COUNCIL/SUCCESSOR AGENCY TO THE COVINA 

REDEVELOPMENT AGENCY/COVINA PUBLIC FINANCING 
AUTHORITY/COVINA HOUSING AUTHORITY/ 

FINANCE ADVISORY COMMITTEE   
JOINT MEETING—STUDY SESSION 

5:00 p.m. 
 
CALL TO ORDER 
 
ROLL CALL 
Council/Agency/Authority Members: Walter Allen III, Peggy A. Delach, Jorge Marquez, Mayor 
Pro Tem/Vice-Chair Kevin Stapleton and Mayor/Chair John C. King 
 
PUBLIC COMMENTS 
To address the Council/Agency/Authority please complete a yellow speaker request card and give it to the 
City Clerk/Agency/Authority Secretary.  Your name will be called when it is your turn to speak.  Those 
wishing to speak on a LISTED AGENDA ITEM will be heard when that item is addressed.  Those wishing 
to speak on an item NOT ON THE AGENDA will be heard at this time.  State Law prohibits the 
Council/Agency/Authority Members from taking action on any item not on the agenda.  Individual 
speakers are limited to five minutes each. 
 
COUNCIL/AGENCY/AUTHORITY COMMENTS 
Council/Agency/Authority Members wishing to make any announcements of public interest or to request 
that specific items be added to future Council/Agency/Authority agendas may do so at this time. 

CITY MANAGER COMMENTS 

NEW BUSINESS 

NB 1. Utility Users Tax Review. 
 
Report:  Agenda Report 

2



 

City Council/CSA/CPFA/CHA Agenda 2  Tuesday, January 19, 2016 

Staff Recommendation: 
Review and discuss the existing Utility Users Tax and provide direction as needed. 
 
NB 2. Review of Boards and Commissions. 
 
Report:  Agenda Report 
 
Staff Recommendation: 
Review and discuss the existing City codes, bylaws, and practices related to advisory bodies, 
explore opportunities to increase involvement, and provide direction to staff. 
 
ADJOURNMENT 
The Covina City Council/Successor Agency to the Covina Redevelopment Agency/Covina 
Public Finance Authority/Covina Housing Authority will adjourn to its next regular meeting of 
the Council/Agency/Authority scheduled for Tuesday, January 19, 2016, at 7:00 p.m. for closed 
session and 7:30 p.m. for open session inside the Council Chamber, 125 East College Street, 
Covina, California, 91723. 

 

Any member of the public may address the Council/Agency/Authority during both the public comment period and on any 
scheduled item on the agenda.  Comments are limited to a maximum of five minutes per speaker unless, for good cause, the 
Mayor/Chairperson amends the time limit.  Anyone wishing to speak is requested to submit a yellow Speaker Request Card to the 
City Clerk; cards are located near the agendas or at the City Clerk’s desk. 

MEETING ASSISTANCE INFORMATION: In compliance with the Americans with Disabilities Act, if you need special 
assistance to participate in this meeting, please contact the City Clerk’s Office at (626) 384-5430.  Notification 48 hours prior to 
the meeting will enable the City to make reasonable arrangements to ensure accessibility to this meeting. 

If you challenge in court any discussion or action taken concerning an item on this agenda, you may be limited to raising only 
those issues you or someone else raised during the meeting or in written correspondence delivered to the City at or prior to the 
City’s consideration of the item at the meeting. 

The Covina City Clerk’s Office does hereby declare that, in accordance with California Government Code Section 54954.2(a), 
the agenda for the Tuesday, January 19, 2016, meeting was posted on January 14, 2016, on the City’s website and near the front 
entrances of: 1) Covina City Hall, 125 East College Street, Covina; 2) the Covina Public Library, 234 N. Second Avenue, 
Covina; and 3) the Joslyn Center, 815 N. Barranca Avenue, Covina. 

MATERIALS RELATED TO AN ITEM ON THIS AGENDA, AND SUBMITTED TO THE CITY COUNCIL AFTER 
PUBLICATION OF THE AGENDA, ARE AVAILABLE TO THE PUBLIC IN THE CITY CLERK’S OFFICE AT 125 E. 
COLLEGE STREET, COVINA.   
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ITEM NO. NB 1

J'"•  Iii
CITY OF COVINA

t vs JOINT STUDY SESSION

REPORT

MEETING DATE:      January 19, 2016

TITLE:      Utility Users Tax Review

PRESENTED BY:      Andrea M. Miller, City Manager
John Michicoff, Interim Finance Director

Angel Carrillo, Assistant to the City Manager

RECOMMENDATION:      Review and discuss the existing Utility Users Tax and provide
direction as needed.

BACKGROUND:

On December 15, 2015, the City Council held a joint study session with the Finance Advisory
Committee ( FAC).   During that meeting, Council and FAC discussed several aspects of the
existing Utility Users Tax (UUT) that will sunset on March 16, 2019, and generates $ 5. 2 million
annually, which equates to 16% of the City' s General Fund revenues.  Direction was given to the
FAC to meet and discuss various revenue enhancement alternatives in addition to the UUT and
provide recommendations to the City Council.

On December 21, 2015, the FAC met and discussed further the potential impact on the General
Fund and loss of service should the City lose $ 5. 2 million in revenue annually.  The FAC also

discussed the following:
Utility Users Tax extension
Sales Tax Increase

Parcel Taxes

County Fire District Participation

After much discussion, the Committee felt that increasing the Sales Tax or adding Parcel Tax at
this time would not be supported in the community.  Although the FAC agreed that joining the
County Fire District would ultimately maintain the high level of fire and safety services
provided by the County of Los Angeles, it was understood that this is a long endeavor requiring
significant lobbying for support at the County, State and local levels and would potentially result
in a reduction in the City' s property tax revenues.  Therefore, reliance on this would not have the
immediate nor long-term fiscal impact needed.

The FAC unanimously agreed to recommend to the City Council that an effort be made to
extend the UUT and consider modernizing the measure.
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DISCUSSION:

The City has had a UUT in place since 1992.  Over the years, there have been changes to the

ordinance including rate increases, rate decreases, extensions, amendments and a sunset. In
1999, in accordance with Proposition 218, voters approved extending the tax for ten years.  In

2004, Ordinance No. 04- 1899 was adopted and amended Chapter 3. 14 of the Covina Municipal
Code ( CMC) to clear up ambiguous language and clarify the existing regulations with respect to
imposition and collection of the UUT.  In 2008, voters again approved an extension of the UUT

setting a new sunset date in March 2019.

Ordinance 92- 1780 adopted in 1992 implemented a UUT on telephone, electricity, natural gas
and water services.  Over the years as technology evolved the language in the ordinance became
ambiguous and tax payers requested clarification.    In 2004,  in an effort to clear up any
ambiguity, the Council adopted Ordinance No. 04- 1899 which amended Chapter 3. 14 of the
CMC.  The new ordinance retained the four categories of utilities earlier versions made subject
to the tax — telephone, electricity, gas and water, and more clearly defined the telephone users
tax.  Services currently taxed are outlined below:

Telephone UUT:

Landlines

Internet Protocol or VoIP, examples of such include telephone calls made through the
Internet by way of cable, cable modem, DSL, and fiber-optic (FIOS)
Cellular Service

Pre-paid Cellular

Electricity UUT:
Electricity used in residential and commercial uses.  This utility is generally supplied by
Southern California Edison.

Gas UUT:

Natural gas used in residential and commercial uses.  This utility is generally supplied by
the Southern California Gas Company.

Water UUT:

Water used in residential and commercial uses that was transported and delivered
through a pipeline distribution system.  Water is supplied by City of Covina Water, City
of Azusa Light and Water, Golden State Water Company, Suburban Water Company,
and Valencia Heights Water Company.

There are utility services that are not currently taxed pursuant to the provisions of the City' s
UUT.  These services are addressed below.

1)  Video service is a more modern term to describe what was previously referred to as cable
tv. Video service can include items such as:

Cable TV which would generally be provided by Time Warner or Charter
Communications.

Direct Broadcast Satellite which would include Direct TV and Dish.

IP-TV which are television services delivered through the internet and could be
provided through FIOS or DSL.

2)  Sewer and sanitation services.

In applying the UUT to services rendered, the FAC identified an inequity in application. As
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noted above, the UUT excludes cable and dish-type TV.  Although similar services are provided
using other methods ( FIOS, VoIP) the service user is receiving preferential treatment in that no
UUT is applied for like kind services.  The City may consider closing this gap and updating the
UUT to include cable and direct broadcast services.  By including these services, an estimated

215, 000 in UUT may be received annually.

In 2009, the City of Glendale voters approved an amendment to their existing UUT, specifically
modernizing the definitions and application of the telecommunications and video service

sections of the existing ordinance.  The new ordinance provided the city with the ability to cast a
broader net on more modern services as well worked to provide a fair tax.  The ordinance allows
the City to treat users of communications and video services in an equal and fair manner for
receiving like services regardless of the technology or manner in which it was transmitted.  This

served to ensure that users of one technology did not bear a greater tax burden than users who
may be receiving the same service via a new form of technology. In passing this ordinance, the
City reduced the rate on the newly defined telecommunications and video services, but left the
rate the same for the other utilities.

Considerations

If the City Council were to pursue extending the UUT or changing the tax or rate, several things
must take place.  Pursuant to Proposition 218, the UUT must be placed on the ballot and obtain
voter approval of 50% + 1 for a general tax ( which is the current nature of the UUT) or obtain
2/ 3rds voter approval if the funds were to be specifically earmarked for a service such as public
safety.   The process of placing an initiative on the ballot would take approximately six ( 6)
months.

During this six ( 6) month process, the City Council would need to call for the tax measure at a
regularly scheduled meeting with a 2/ 3rds vote of Council; the City Attorney must prepare an
impartial analysis and primary argument for and against the measure; rebuttals for and against
would need to be considered; the specific language of the ballot initiative must be prepared; and
the various entities involved with processing voter ballots must be retained.

Typically, a group of individuals combine their efforts to inform the citizens of the purpose of
the UUT and to address the concerns that will be raised during the timeframe the Council is
addressing the issues outlined above.  The " grass roots" group would also work to clarify any
ambiguous information being distributed.

The City Council may also want to consider consolidating elections and place the UUT initiative
on the ballot with the November 2016 general statewide election.  If the Council were to approve

this consolidation, a specific timeframe for that process would typically begin in May 2016.
Alternatively, the Council may want to consider the March 2017 City election, and that process
would typically begin in September 2016.

FISCAL IMPACT:

In FY 2015- 16, the City' s General Fund revenues are projected at $ 33. 3 million which includes
10. 1 million in Property Tax, $8. 8 million in Sales Tax, $5. 2 million in UUT, and $ 2. 3 million

in Charges for Services.   The loss of $5. 2 million in revenue would necessitate expenditure
reductions resulting in cuts to programs and services.
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CEQA (CALIFORNIA ENVIRONMENTAL QUALITY ACT):
Not applicable.

Respectfully submitted,

dA
Michico

nterim Finance Director
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